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DATE:  February 9, 2016 

 

SUBJECT:  Interest Rate Reductions on County Loans for Three Properties with Committed 

Affordable Units (CAFs). 

 

C. M. RECOMMENDATIONS:   

1. Approve an interest rate reduction, effective as of January 1, 2015, on the County’s 

$2,080,000.00 HOME Investment Partnerships program (HOME) and Community 

Development Block Grant program (CDBG) loan for the Berkeley Apartments 

affordable housing development, dated October 20, 2000, to AHC Limited 

Partnership-1, an affiliate of AHC Inc. (AHC), from 6% per annum, compounded 

annually, to 2% per annum, compounded annually. 

2. Approve an interest rate reduction, effective as of January 1, 2015, on (a) the County’s 

$4,267,449.00 Affordable Housing Investment Fund program (AHIF) loan for the 

Shelton Apartments affordable housing development, dated March 27, 2007, to AHC 

Limited Partnership-14, an affiliate of AHC, from 5.5% per annum, compounded 

annually, to 2.5% per annum, compounded annually, and (b) the County’s 

$1,101,102.00 CDBG loan for the Shelton Apartments affordable housing 

development, dated March 27, 2007, to AHC Limited Partnership-14 from 5.5% per 

annum, compounded annually, to 2% per annum, compounded annually, contingent 

upon AHC Limited Partnership-14 reducing the interest rate on the deferred developer 

fee owed to AHC from 8% to 2%, and on the deferred loan owed to AHC from 5.5% 

to 2%.  

3. Approve an interest rate reduction, effective as of January 1, 2015, on (a) the County’s 

$439,000.00 AHIF loan for the Cameron Commons affordable housing development, 

dated July 31, 2001, to Cameron Commons Development Corporation, an affiliate of 

Arlington Partnership for Affordable Housing, Inc. (APAH), from 3.5% per annum, 

compounded annually, to 1.5% per annum, compounded annually, and (b) the 

County’s $609,000.00 HOME loan for the Cameron Commons affordable housing 

development, dated June 5, 2003, to Cameron Commons Development Corporation 

from 3.5% per annum, compounded annually, to 1.5% per annum, compounded 

annually. 
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4. Authorize and direct the Acting County Manager to execute, on behalf of the County 

Board, the attached amendments to (a) the $2,080,000.00 Promissory Note evidencing 

the County Board’s HOME/CDBG loan to AHC Limited Partnership-1, (b) the 

$4,267,449.00 AHIF Promissory Note and the $1,101,102.00 CDBG Promissory Note 

evidencing the County Board’s AHIF and CDBG loans to AHC Limited Partnership-

14, and (c) the $439,000.00 Promissory Note and the $609,000.00 Promissory Note 

evidencing the County Board’s AHIF and HOME loans to Cameron Commons 

Development Corporation, subject to approval as to final form by the County 

Attorney. 

5. Authorize and direct the County Manager to execute, on behalf of the County Board, 

the attached Deeds of Appointment of Substitute Trustees, appointing Julie Massie and 

Susan Stout as substitute Trustees to replace Carol McCoskrie and Peter H. Maier 

under the County Board’s Deeds of Trust for the (a) $2,080,000.00 HOME/CDBG 

loan to AHC Limited Partnership-1, (b) $4,267,449.00 AHIF loan to AHC Limited 

Partnership-14, and (c) $439,000.00 AHIF loan and the $609,000.00 HOME loan to 

Cameron Commons Development Corporation, subject to approval as to form by the 

County Attorney. 

 

ISSUES:  Staff has identified County loans secured by three CAF properties – the Berkeley, 

Shelton, and Cameron Commons apartments – that would benefit from an interest rate reduction. 

Reducing interest rates on these County loans would benefit the County by slowing the debt 

accumulation on these properties and improving the viability of these CAF communities. There 

are no known issues. 

 

SUMMARY:  The interest rates on the County loans for the Berkeley, Shelton, and Cameron 

Commons affordable housing projects were established based on then current market interest 

rates, underwriting scenarios that forecast the level of debt the properties could support, and 

negotiations with the developers and other financing entities (e.g. the primary mortgage lenders, 

the equity investors, etc.).  Due to certain market changes over the last ten years, including the 

decrease of market interest rates and increases in operating expenses at the Berkeley, Shelton, 

and Cameron Commons apartments, staff is recommending reductions in the interest rates on 

County loans to the AHC and APAH affiliates which own the subject affordable housing 

properties. The County loans secured by these properties have interest rates that are currently 

greater than current Federal Housing Administration (FHA) 35-year fixed rate of 3.75 and/or can 

no longer support the rate of interest accumulation based on projected cash flow. The interest 

rates on the County’s AHIF loans are usually below market rate; since 2010, the interest rates on 

the County’s AHIF loans have averaged 2.2%.  Reducing interest rates on these County loans 

would benefit the County by slowing the debt accumulation on these properties thereby 

improving the viability of the Berkeley, Shelton, and Cameron Commons affordable housing 

projects. 

BACKGROUND:  The County Board has authorized more than ninety loans to owners of 

affordable housing projects using the Affordable Housing Investment Fund (AHIF), Community 

Development Block Grant (CDBG), and HOME Investment Partnerships (HOME) program 

funds (of which forty-seven are currently active).  The loan amounts, interest rates and terms are 

established after thorough underwriting of the projects and review of other financing sources.  
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The County’s loan terms remain unchanged throughout the terms of the loans unless the project 

goes through a redevelopment or refinancing and the County Board authorizes a change to the 

loan terms. 

However, in the past several years, as market interest rates have declined while operating 

expenses and capital expenses have increased, staff has noted that certain affordable housing 

projects are burdened with interest rates that are now higher than prevailing market interest rates; 

the AHIF program typically offers interest rates that are 150-200 bps below prevailing market 

rates1. Properties with fewer units and deeper affordability are more susceptible to impacts from 

these market forces.  If these loans were held by a private lender, they would have been 

refinanced so that the property could benefit from the lower interest rate. The savings realized 

from a lower interest rate allows properties to adjust to higher operating costs, unforeseen capital 

needs, higher vacancy rates, and other issues that pressure their budgets. Further, managing debt 

accumulation better positions the property financially when it seeks new financing in future 

years, thereby reducing the “gap” a future County loan may need to fill. 

The County’s loans for affordable housing projects are most often provided as gap financing.  

The owner or developer submits a financing application package to the County as well as to the 

senior lender(s) and to the equity investor(s) (if applying for tax credits) which requests the 

financing amounts and terms from each.  The senior lender(s) and equity investor(s) typically 

have rigid criteria with which the affordable housing project must comply, such as a particular 

debt service coverage ratio, operating reserve requirements, replacement reserve requirements, 

and others. Since the primary goal of the County’s affordable housing project loans is to preserve 

or develop CAFs and to provide safe and adequate housing for its low and moderate income 

residents, part of the analysis that staff completes focuses on the ability of the property to be 

well-maintained and well-managed within the constraints of the property’s restricted rental 

income.  Since the County’s affordability requirements may increase the financing gap and need 

for County funds, the County’s underwriting analysis forecasts the type and amount of County 

debt the property can support in light of the financing terms of the senior lender(s) or equity 

investor(s).  The combination of all of the different sources of financing that make the affordable 

housing projects work are an intricate balancing of priorities and requirements. 

In addition to completing thorough analysis of a project prior to settlement, staff also continues 

to monitor the project throughout its loan term and affordability period.  During its loan term, the 

property is required to submit audited financials, proposed operating budgets which are approved 

annually by staff, and other reports. During its affordability period, the property is required to be 

monitored for tenant income compliance and upkeep of the property by its management 

personnel. 

During the annual financial reviews of the properties throughout the years, circumstances can 

change and consequently affect how the property is performing financially – both negatively and 

positively.  In recent years, owners of CAF properties have refinanced senior mortgages as 

interest rates decrease.  This has been extremely beneficial for affordable properties to address 

rising operating costs. While the majority of County loans are structured as cash flow loans (i.e. 

                                                           
1 Interest rates on County funding are based on an analysis of what the property may be able to support given 

affordability levels and projected operating expenses, including debt service from other loans. Interest rates on 

County financing since 2010 have ranged from 0% to 4%. 
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annual repayments are made from a percentage of the property’s cash flow or residual receipts), 

the County Board’s decision to reduce the interest rates on County loans assists in maintaining 

the financial wellness of the CAF properties. 

 

Typically, the affordable housing property owners do not approach the County until the property 

nears “Year 15,” which is when the investor who provided the tax credit equity has received all 

of its benefits and wants to exit the deal.  However, by this time, the County loan may have 

accrued more interest than projected if expenses had increased faster or if vacancy rates were 

higher than anticipated. Reducing the interest rate on the County loan earlier than “Year 15” may 

better position the property when it re-syndicates, refinances, or removes the investor by 

reducing the rate of debt accumulation on the property (which, in turn, impacts exit taxes on tax 

credit deals and the property’s ability to secure new financing). 

 

Staff has identified County loans secured by three CAF properties – the Berkeley, Shelton, and 

Cameron Commons apartments – that would benefit from an interest rate reduction. Reducing 

interest rates on these County loans would benefit the County by slowing the debt accumulation 

on these properties and improving the viability of these CAF communities.  In addition, County 

staff believes that reducing interest rates on these County loans would also support Objective 3.4 

of the County Board adopted Affordable Housing Master Plan: Promote long-term affordability 

and financial feasibility of Committed Affordable Units. 

DISCUSSION: 

The Berkeley: On April 8, 2000, the County Board allocated up to $2,600,000.00 in 

AHIF/HOME, CDBG, and Housing Reserve Fund program loan funds to AHC for the 

acquisition and rehabilitation of the Berkeley Apartments.  On October 20, 2000, AHC Limited 

Partnership-1 (the “AHC Berkeley Partnership”) borrowed $2,080,000.00 in HOME and CDBG 

program funds from the County (the “Berkeley HOME/CDBG Loan”) and executed the 

County’s loan documents pursuant to which the AHC Berkeley Partnership agreed to repay the 

Berkeley HOME/CDBG Loan with interest on the unpaid principal amount and accrued interest 

at the rate of 6% per annum, compounded annually.  

The $2,080,000.00 Berkeley HOME/CDBG Loan is currently payable in 30 annual principal and 

interest payments of $151,109.74 each.  A final payment is due and payable on May 1, 2032, in 

an amount equal to the sum of the remaining unpaid principal and all accrued and unpaid 

interest.  As of February 29, 2016, the Berkeley HOME/CDBG Loan consists of $2,080,000.00 

in unpaid principal and $2,746,112.78 in unpaid accrued interest. 

Should sufficient cash flow be available, the annual $151,109.74 loan payments due to the 

County are paid solely from the Berkeley Apartments operating income, which is also used to 

pay other expenses, fees, and distributions – listed in the following order of priority in the 

County Agreement:  

1) Operating Expenses.  Expenses attributable to the “sound and efficient” operation of 

the property (including deposit reserves, audit expenses, and capital expenses), as 

provided in the annual operating budget which is subject to approval by County staff;  
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2) Senior Debt Service Payments and Equity Investor Fees.  Debt service payments on 

the Arlington County Industrial Development Authority’s tax-exempt bond financing 

(including guaranty fees, servicing fees, rebate fees, trustee’s fees and an annual 

administration fee to the IDA), and fees due in connection with equity investment in 

the property (including the asset management fees of Apollo Housing Capital, LLC);  

3) Deferred Developer Fee.  Deferred developer fee payment to AHC (including accrued 

interest), and payments of fees for management and resident services, if any; 

4) Cash Flow Payments to AHC Berkeley Partnership.  Distribution of net cash flow to 

the partners of the AHC Berkeley Partnership in the priority set out in its partnership 

agreement; and 

5) Debt Service Payments on the Arlington County Loan. Beginning May 1, 2002 and 

continuing each May 1st until May 1, 2032, the County is to receive an annual debt 

payment of $151,109.74 on the Berkeley HOME/CDBG Loan from the remaining 

operating income. 

Should the Berkeley Apartments fail to generate adequate operating income during any calendar 

year to pay the full amount of an annual debt service payment of $151,109.74 on the Berkeley 

HOME/CDBG Loan, the AHC Berkeley Partnership will be required to pay “any net residual 

receipts” as payment for that year. 

Since the AHC Berkeley Partnership completed renovations at the Berkeley in 2001, the property 

has experienced ongoing capital needs, primarily from the aged risers that create persistent 

plumbing issues for the building as well as vacancy loss due to turnover and evictions. Although 

tenant conditions are now stabilized, higher-than-expected operating costs have reduced net 

operating income and resulting cash flow available for repayment of the Berkeley HOME/CDBG 

Loan. 

In addition, low rents at the property further suppress revenue and available cash flow. The AHC 

Berkeley Partnership provides 41 units that are affordable at the 50% of AMI level, 69 units 

affordable at the 60% of AMI level, and 28 market units. Market rents, although not restricted, 

are affordable at the 60%-65% of AMI level due to unit sizes and a lack of amenities compared 

to nearby market alternatives.  

As a result of these factors, the County’s $2,080,000 Berkeley HOME/CDBG Loan has 

accumulated over $2.7 million in interest since loan origination in 2000, while AHC has only 

been able to pay $162,514 in residual receipts from the property’s cash flow. Compounding 

interest at 6.0% is not sustainable given current interest balances. If the Berkeley HOME/CDBG 

Loan continues to accrue interest at this pace, future financial transactions at this property may 

be challenging because of the sizable outstanding debt. Further, the current interest rate of 6.0% 

exceeds the current FHA 35-year fixed rate. 

Reducing the interest rate on the current outstanding amount of the Berkeley HOME/CDBG 

Loan will benefit the County by making the property more financially sustainable and by 

reducing the potential financing gap (i.e. the amount of any future County loans to the owner of 

the Berkeley Apartments) the County may need to fill when the owner of the Berkeley 
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Apartments redevelops, which is anticipated in the next 3-5 years. Therefore, staff recommends 

reducing the interest rate on the current outstanding amount of the County’s HOME/CDBG loan 

to 2.0% as shown: 

 

Loan Current 

Interest Rate 

Proposed 

Interest Rate 

*Blended Rate of 

Current and Proposed 

County HOME/CDBG Loan 6.0% 2.0% 4.0% 
 

*  Blended rate is calculated for the 30-year loan term. The average interest rate on County 

Board-approved loans for affordable housing projects in Arlington since 2010 is 2.23%. In 

addition to the County’s HOME/CDBG loan, the County has a deferred CDBG Multi-family 

Revolving Loan (MFRL) of $600,000 on the property that has a 0% interest rate and is 

payable only upon sale or refinance of the property. 

The Shelton: On January 21, July 8 and October 14, 2006, the County Board allocated, 

modified, and authorized $4,267,419.00 in AHIF program loan funds (the “Shelton AHIF Loan”) 

and $1,101,102.00 in CDBG program loan funds (the “Shelton CDBG Loan”) for use by AHC 

for the redevelopment and construction of the Shelton Apartments.  On March 17, 2007, the 

County Board agreed to increase the interest rates on the Shelton AHIF Loan and the Shelton 

CDBG Loan from 4.75% to 5.5% and from 4% to 5.5% respectively. 

On March 27, 2007, AHC Limited Partnership-14 (the “AHC Shelton Partnership”) borrowed 

$5,368,551.00 in AHIF and CDBG program funds from the County and executed the County’s 

loan documents pursuant to which the AHC Shelton Partnership agreed to repay the Shelton 

AHIF and CDBG loans with interest on the unpaid principal amount and accrued interest at the 

rate of 5.5% per annum, compounded annually. 

The $4,267,419.00 Shelton AHIF Loan is currently payable in 30 annual principal and interest 

payments equal to a certain percentage of the Residual Receipts generated by the property.  A 

final payment is due and payable on May 1, 2039, in an amount equal to the sum of all remaining 

unpaid principal and all accrued and unpaid interest.  As of February 29, 2016, the Shelton AHIF 

Loan consists of $4,267,449.00 in unpaid principal and $2,508,376.56 in unpaid accrued interest.  

The annual Residual Receipt loan payments due to the County as payment on the Shelton AHIF 

Loan are paid solely from the Shelton Apartments operating income, which is also used to pay 

other expenses, fees, and distributions – listed in the following order of priority: 

1) Senior Debt Service Payments and Fees.  All amounts due and payable to the first 

priority lender with respect to the senior loan(s) with priority over the Shelton AHIF 

Loan and the Shelton CDBG Loan; 

2) Operating Expenses. Operating expenses, deposits to reserves, debt service 

administration and audit expenses, allowed capital expenses, fees, and other related 

expenses; 

3) Cash Flow Payments to AHC Shelton Partnership. Allowable distributions of cash 

flow to the partners of the AHC Shelton Partnership in the priority set out in its 

partnership agreement; and 
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4) Debt Service Payments on the Arlington County AHIF Loan. Beginning May 1, 2010 

and continuing each May 1st until May 1, 2014, the County was to receive 30% of the 

remaining operating income as annual payments on the Shelton AHIF Loan.  

Thereafter, beginning May 1, 2015, and continuing each May 1st until May 1, 2039, 

the County is to receive 50% of the remaining operating income as annual payments 

on the AHIF Shelton Loan. 

The $1,101,102.00 Shelton CDBG Loan is due and payable to the County only in the event (i) 

the Shelton Apartment complex is sold by the AHC Shelton Partnership, (ii) the AHC Shelton 

Partnership refinances the senior debt on the property, or (iii) January 1, 2044, whichever occurs 

first.  As of February 29, 2016, the Shelton CDBG Loan consists of $1,101,102.00 in unpaid 

principal and $676,546.08 in unpaid accrued interest. 

The Shelton has mostly family-sized two and three-bedroom units, along with several efficiency 

and one-bedroom units. The property is 100% affordable with six units affordable at 40% of area 

median income (AMI), six units affordable at 50% of AMI, and eighty-two units affordable at 

60% of AMI.  Since the AHC Shelton Partnership completed the Shelton Apartment complex in 

2009, the property has struggled with unforeseen operating expenses due to lease violations, 

property damage, and turnover. Combined with the higher interest rates on the Shelton AHIF and 

CDBG Loans, cash flow at the property has been insufficient to keep up with quickly accruing 

interest on the Shelton AHIF and CDBG Loans. Further, interest rates on the Shelton AHIF and 

CDBG Loans exceed the current FHA 35-year fixed rate. 

In addition to County’s AHIF and CDBG loans to the AHC Shelton Partnership, the AHC 

Shelton Partnership also owes AHC a deferred developer fee which is earning 8% interest on the 

unpaid amount, and a deferred 5.5% interest loan, both subordinate to the County’s AHIF and 

CDBG loans and payable from AHC Shelton Partnership’s share of cash flow.  Given anticipated 

cash flow going forward, County staff recommends the following revised interest rates for each 

of the County debts, contingent upon rates on AHC’s debts also being reduced to 2%. 

Loan Current 

Interest Rate 

Proposed 

Interest Rate 

*Blended Rate of 

Current and Proposed 

County AHIF Loan 5.5% 2.5% 3.3% 

County CDBG Loan 5.5% 2.0% 2.9% 

AHC Deferred Developer Fee 8.0% 2.0% 3.6% 

AHC Deferred Loan 5.5% 2.0% 2.9% 
 
* Blended rate is calculated for the 30-year loan term. The average interest rate on County 

Board-approved loans for affordable housing projects in Arlington since 2010 is 2.23%. 

Reducing the interest rates on the current outstanding amounts of the Shelton AHIF and CDBG 

loans will slow debt accumulation at the Shelton, better positioning the property when it re-

syndicates or refinances in year 15 of its tax-credit compliance period. This would benefit the 

County by making the property more financially sustainable and by reducing the potential 

financing gap (i.e. the amount of any future County loans to the owner of the Shelton 

Apartments) the County may need to fill at a future transaction.  
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Cameron Commons: On May 22, 2001, the County Board allocated up to $439,000.00 in AHIF 

program funds to APAH for the acquisition and minor rehabilitation of 2028 North Cameron 

Street.  The County Board directed that $242,000.00 of the AHIF program funds allocated would 

be a 30 year loan (the “First Cameron Permanent Loan”), and the remaining $197,000.00 would 

be loaned as a 5 year bridge loan (“Cameron Bridge Loan”). On July 31, 2001, Cameron 

Commons Development Corporation (“APAH CCDC”) borrowed $439,000.00 in AHIF program 

funds from the County and executed the County’s loan documents pursuant to which APAH 

CCDC agreed to repay the First Cameron Permanent Loan and the Cameron Bridge Loan with 

interest on the unpaid principal amount and accrued interest at the rate of 3.5% per annum, 

compounded annually. 

On July 20, 2002, the County Board allocated up to $609,000.00 in federal HOME program 

funds to APAH CCDC for the construction of 5 new units at 2036 and 2040 North Cameron 

Street.  In addition, the County Board extended the term of the Cameron Bridge Loan to be 

concurrent with the remaining term of the First Cameron Permanent Loan.  On June 5, 2003, 

APAH CCDC borrowed the $609,000.00 in HOME program funds from the County (the 

“Second Cameron Permanent Loan”) and executed the County’s loan documents pursuant to 

which APAH CCDC agreed to repay the Second Cameron Permanent Loan with interest on the 

unpaid principal amount and accrued interest at the rate of 3.5% per annum, compounded 

annually. 

The $242,000.00 First Cameron Permanent Loan is payable in 30 annual principal and interest 

payments of $13,157.86 each, if sufficient cash flow is available.  A final payment is due and 

payable on June 1, 2032, in an amount equal to the sum of the remaining principal and all 

accrued and unpaid interest.  As of February 29, 2016, the First Cameron Permanent Loan 

consists of $242,000.00 in unpaid principal and $125,854.38 in unpaid accrued interest. 

The annual $13,157.86 loan payments due to the County are paid solely from the 2028 North 

Cameron Street apartment building’s operating income, which is also used to pay other expenses, 

fees, and distributions – listed in the following order of priority: 

1) Operating Expenses.  Expenses attributable to the “sound and efficient” operation of 

the property, as provided in the annual operating budget which is subject to approval 

by County staff;  

2) Senior Debt Service Payments.  All amounts due and payable to Virginia Commerce 

Bank (or its successor) on its $670,000.00 senior loan;  

3) Replacement Reserve.  Contributions to the replacement reserve; 

4) Deferred Developer Fee.  Deferred developer fee payment to APAH (including 

accrued interest), and payments of fees for management and resident services, if any;   

4) Debt Service Administration and Audit Expenses.  

5) Debt Service Payments on the First Cameron Permanent Loan. The first payment was 

due and payable on June 1, 2002, in an amount equal to the accrued interest only for 

the period August 1 through December 31, 2001.  Beginning June 1, 2003 and 
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continuing each June 1st until June 1, 2032, the County is to receive an annual debt 

payment of $13,157.86 from the remaining operating income. 

Should the Cameron Commons Apartments fail to generate adequate operating income during 

any calendar year to pay the full amount of an annual debt service payment of $13,157.86 on the 

First Cameron Permanent Loan, the APAH CCDC will be required to pay “any net residual 

receipts” as payment for that year. 

The $197,000.00 Cameron Bridge Loan is due and payable only in the event (i) APAH CCDC 

sells the vacant Lot 11, described by RPC #08-010-030 and adjacent to the Cameron Commons 

apartment building, or (ii) June 1, 2032, whichever occurs first. As of February 29, 2016, 

Cameron Bridge Loan consists of $197,000.00 in unpaid principal and $102,451.70 in unpaid 

accrued interest. 

The $609,000.00 Second Cameron Permanent Loan is payable in 30 annual principal and interest 

payments equal to the Residual Receipts generated by the property.  A final payment is due and 

payable on June 1, 2032, in an amount equal to the sum of all remaining unpaid principal and all 

accrued and unpaid interest. As of February 29, 2016, the Second Cameron Permanent Loan 

consists of $609,000.00 in unpaid principal and $316,716.18 in unpaid accrued interest. 

The annual Residual Receipt loan payments due to the County as payment on the Second 

Cameron Permanent Loan are paid solely from the Shelton Apartment’s 2036 and 2040 North 

Cameron Street apartment buildings’ operating income, which is also used to pay other expenses, 

fees, and distributions – listed in the following order of priority: 

1) Senior Debt Service Payments and Fees.  All amounts due and payable to Virginia 

Commerce Bank (or its successor) on its $1,420,000.00 senior loan; 

2) Operating Expenses. Operating expenses, deposits to reserves, debt service 

administration and audit expenses, allowed capital expenses, fees, and other related 

expenses; 

3) Cash Flow Payments to APAH CCDC. Allowable distributions of cash flow to the 

APAH CCDC, as approved by the County staff in accordance with the Affordable 

Housing Investment Fund/HOME Agreement.  

4) Debt Service Payments on the Second Cameron Permanent Loan. Beginning June 1, 

2004 and continuing each June 1st until June 1, 2032, the County is to receive 100% 

of the remaining operating income as annual payments on the Second Cameron 

Permanent Loan. 

Cameron Commons is located in the Hyde View Park community and has family-sized two and 

three-bedroom units and is 100% affordable with five units affordable at 40% of AMI, nine units 

affordable at 50% of AMI, and two units affordable at 60% of AMI. With only sixteen units and 

deeper affordability levels, the property has very tight cash flow, particularly as operating costs 

have increased and rents have remained relatively flat. The current interest rate on the County 

loan has resulted in a 50% increase in the loan balance and projected cash flow payments are 

unable to keep up with compounding interest.  
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Reducing the interest rates on the First Cameron Permanent Loan, Second Cameron Permanent 

Loan, and Cameron Bridge Loan would benefit the County by making the property more 

financially sustainable and by reducing the potential financing gap (i.e. the amount of any future 

County loans to the owner of Cameron Commons Apartments) the County may need to fill at a 

future transaction. Staff recommends reducing the interest rate on the County loan to 1.5% as 

shown: 

Loan Current 

Interest Rate 

Proposed 

Interest Rate 

*Blended Rate of 

Current and Proposed 

County AHIF/HOME Loan 3.5% 1.5% 2.4% 
 

*Blended rate is calculated for the 30-year loan term. The average interest rate on County 

Board-approved loans for affordable housing projects in Arlington since 2010 is 2.23%. 

 

The staff-recommended change to the County loan interest rate will reduce the likelihood that 

Cameron Commons becomes over-leveraged when refinancing in future years, improving the 

viability of the property. 

 

Staff recommends that the newly proposed interest rates on the projects above be retroactive to 

the beginning of the 2015 calendar year (January 1, 2015) to increase impact of the reduction and 

to better align with loan portfolio accounting. 

 
FISCAL IMPACT:  No new County funds are requested and the original loan amounts will 

continue to be secured by the properties through the County’s subordinated Deeds of Trust. The 

proposed interest rate reductions on the Shelton AHIF Loan, the Shelton CDBG Loan, the 

Cameron Bridge Loan, and the Second Cameron Permanent Loan will have no impact on annual 

residual receipt loan repayments from these properties since those payments are calculated based 

on available cash flow, rather than accrued interest.  As is currently the case, if the Berkeley and 

Cameron Commons are unable to fully pay the annual debt service payments on the Notes for the 

Berkeley HOME/CDBG and First Cameron Permanent loans, then these properties will instead 

pay any "net residual receipts" and at the end of their loan terms will owe an amount equal the 

sum of the remaining unpaid principal and all accrued and unpaid interest.  
 

 


